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KEY ECONOMIC INDICATORS: ZAIRE 


All values in millions of US Exchange rate: US$1 = 2.99 Zaires as of 
$ unless otherwise stated. January 1, 1981 


% Change 
1978 ate 1980 79-80 


PRODUCTION 
GDP (constant 1970 prices) 1920 1901 1935 
Copper (1000 metric tons) 420. 370. 425. 
Cobalt (1000 metric tons) 13. 14. 353 
All mineral index (1970=100) 101. 100. 114. 
Agricultural index (1970=100) 100. 100. 100. 
Manufacturing index (1970=100) 102. 100. 100. 


MONEY, CREDIT, AND PRICES2 
(in millions of Zaires) 
Money supply 2401 
Net credit to government 2063 
Net credit to business 878 
Consumer price index 2374 
(1970=100) 


GOVERNMENT BUDGET 
(in millions of Zaires) 
Receipts 
Expenditures 
Deficit 
BALANCE OF PAYMENTS AND TRADE® 
Total exports (FOB) 
Total imports (CIF) 
Balance of trade 
Overall balance (official 
settlements basis) 
EXTERNAL PUBLIC DEBT? 
Total debt outstanding 
at beginning of year 
Total debt service due? 
Service payments as % of 
export earnings 


All figures are Bank of Zaire data unless otherwise indicated and include 
most recent available revisions of prior year statistics. 

> 1978 figures for Money, Credit, and Prices and Balance of Payments are 
Embassy estimates. 

3 Public debt figures are based on IBRD/IMF data. 

+ Balance outstanding plus interest arrears. 1979 and 1980 figures are as 
of mid-year. 
Does not include arrears on public debt service payments or take into 
account rescheduling of 1978 and 1979 debt maturities and principal interest 
arrears. 
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FOREIGN ECONOMIC TRENDS 


SUMMARY AND INTRODUCTION 


Zaire's great economic potential remains vastly unrealized as the 
country struggles to cope with financial and administrative diffi- 
culties of an economic crisis stretching back to the 1975 fall in 
copper prices. Boom years for Zaire's economy can only ‘come with 
high mineral prices, but prudent financial management could probably 
insure modest economic growth even in times of weak world demand 

for Zaire's raw materials. A relatively successful IMF Stabiliza- 
tion Plan completed last year has stemmed the economic downturn, at 
least temporarily and a new three year IMF loan coupled with an 
Economic Restructuring Plan to encourage positive GDP growth will 

be in place in July. But significant structural reform of Zairian 
economic life must continue if real growth is to ensue with less 
than ideal mineral prices. In the shorter term, Zaire must continue 
to make sizeable foreign currency payments on its external debt and 
find ways to increase mineral and agricultural production and 
transportation efficiency. However, if the GOZ's successes with 

the Standby loan of 1979-80 can be repeated with the current three- 
year extended fund facility (1981-83), the country will have made 
significant structural reforms and should again be an attractive 
investment target. Imaginative proposals by foreign companies for 
initiating or expanding investment in Zaire would meet willing 
acceptance by the GOZ. The near future, though, will prove difficuJt 
as the GOZ attempts to make debt payments that could take up to 
one-third its foreign exchange, to lower the present annual inflatign 
rate below 50 percent, to increase needed industrial imports, and 


to increase export production both in absolute terms and in the 
amount of export-traffic through official channels. 


In the coming three years Zaire will seek further rescheduling of 
its public debt, attempt to narrow: the wide parallel/official 
exchange rate gap and institute further reforms outlined in detail 
in the IMF Economic Restructuring Plan. For 1981, the Plan calls 
for a growth rate of 2 percent, a 40 percent inflation rate, and a 
large current account deficit. This deficit is the result of de- 
pressed export prices and high debt payments as well as high import 
costs (particularly food and petroleum). American businessmen 
should note Zaire's imports in 1981 are projected to be 13 percent 
higher in value than 1980. The internal business climate should 
improve as well if foreign financing for MIBA (the diamond producer) 
and GECAMINES (copper, cobalt, zinc) comes on stream, and public 
investment increases in the agriculture and transport sectors. 
Price liberalization, begun in the previous IMF Standby Program, is 
continuing and the prices of only a handful of products (mostly 
foods) are controlled. Businesses will have an easier time passing 
on cost increases, and the tax system is scheduled to be completely 
overhauled. Nevertheless, 1981 will be a difficult year. The 
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country must face heavy debt payment and low world prices in its 
principal exports and absorb the shock of economic reforms, such as 
devaluation, price liberalization and a firm wage policy. Foreign 
exchange will continue to be short, and the GOZ will not find it 
easy to realize its goal of substantially higher imports to stimu- 
late the lagging productive sectors, but with careful management 
growth is possible. 


CURRENT ECONOMIC STRUCTURAL TRENDS 


SLIGHTLY HIGHER MINERAL PRODUCTION BUT WEAK PRICES: The huge 

mining company GECAMINES, based in Zaire’s southern province of 
Shaba, has traditionally provided half the state budget receipts 

and three-quarters of the country's foreign exchange earnings. In 
the wake of a severe non-mineral export decline, the company has 
become even more important, but continued depressed mineral prices 
have drastically reduced revenues. Copper production increased 

15 percent in 1980, reversing a five-year trend, and cobalt 
production remained constant. Yet, returns were kept low by reduced 
copper prices and cobalt sales of only 60 percent of production. 
Production levels will drop, too, unless multilateral, individual 
government and private bank loans are forthcoming to help implement 
rehabilitation and expansion plans. Increases in the production 

of other minerals (industrial diamonds, tin and gold, among others) 
can only be increased in the future with similar external financing. 
Yet short-term production rates should continue near 1980 levels, 
and increased world demand for minerals could vastly improve Zaire's 
export earnings. Petroleum production should continue at about 
20,000 barrels per day; however, petroleum products will continue 

to take up about a third of the country's import bill. 


AGRICULTURE: TRANSPORT INEFFICIENCIES MEAN HEAVY IMPORTS: Zaire's 
agricultural production continues to stagnate because Of governmental 
budget neglect, price controls, and the after effects of nationali- 
zation. The largest impediment to a more efficient internal use of 
agricultural resources is probably the deteriorating transport 
system,which leads to farmers producing just enough for the family 
unit and vast waste of uncommercialized harvests in many regions. 
Efforts are underway to correct this situation, and the current IMF 
plan calls for increased investment and credit to the non-coffee 
agricultural sector. Total agricultural exports will run over $250 
million in 1981 with official coffee exports accounting for about 
$150 million. Other major agricultural exports include rubber, 
timber, and palm oil. But all of these sectors are in decline from 
a lack of investment and mismanagement. Production of the three 
main staples of the Zairian diet - rice, corn and cassava -- has 
declined and is insufficient for domestic demand. Long-term pros- 
pects for the recovery of Zairian agriculture are excellent if basic 
structural reforms are undertaken and all aspects of the troubled 
transport sector are greatly improved. In the short-term, however, 
Zaire will continue to spend from $200 to $300 million a year on 
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necessary food imports (of which about half are from Southern 
Africa and half from EEC countries). 


MULTILATERAL RECOVERY EFFORTS: In June 1981, the Government of 
Zaire Signed an agreement with the International Monetary 

Fund for an Extended Fund Facility (EFF). The agreement runs from 
mid-1981 through 1983 and calls for a total of over $1 billion in 
several installments to reverse recent economic decline and con- 
tinue Zairian reforms begun in previous years with the IMF's Standby 
Loan. 


Important reforms undertaken by the GOZ in the wake of the Standby 
Loan include: inter alia, devaluations of the Zaire to its present 
rate of roughly five and a half to the dollar, relaxation of some 
producer prices and interest rates to encourage production, an 
external debt rescheduling, strict credit ceilings on external 
borrowing and internal lending, the establishment of expatriate 
controlled offices at the central bank, Department of Finance and 
the Customs Office and the adoption of a new investment code. The 
EFF calls for a demand expansion within reasonable limits and 
envisions annual growth of 3 percent through 1983. The EFF 
calis for an investment of almost 7 billion Zaires in the 
country's infrastructure. Four percent will go to agriculture to 
encourage production of Zairian staples and agro-industrial crops 
(such as cotton, sugar, palm oil) that can be refined in Zaire. 
Thirty-four percent will go to the mining sector to rehabilitate 
current facilities and increase production to 1974 levels (of 470,000 
MT of copper and 16,000 MT of cobalt). Additional EFF mandated 
investment in the transport and energy sectors will go to upgrade 
ports and roads and to reduce energy costs. Furthermore, the EFF 
calls for a general reduction in the role played by the state in 
the Zairian economy and a greater role for the country's still 
vibrant private sector. 


Zaire is seeking another Paris Club meeting in 1981 for further 
rescheduling of its maturities owed to or guaranteed by foreign 
government lenders. Whatever the terms agreed to in Paris, Zaire 
will have to continue major efforts to husband its foreign exchange 
resources if it is to meet its debt service obligations. Indeed, 
some estimates of Zaire's debt service payments in 1981 run as 

high as 40 percent of export earnings. 


Continued heavy demands on Zaire's foreign exchange reserves under- 
score the important role of external aid to the country. Some 

$50 million of previously pledged (at the third Brussels 
Conference in 1979) balance of payments assistance will come on 
stream in 1981. But Zaire can be expected to continue requesting 
additional balance of payments support from its traditional lenders 
as its current account deficit widens in 1981 with the increased 
importation of needed spare parts and agro-industrial supplies. 


(U.S. balance of payments support in 1981 is about half of the total 
annual $30 million USAID program in Zaire.) 





INVESTMENT CLIMATE 


The 1979-80 Standby Loan did much to stabilize the economy, and the 
IMF estimates 1980 GDP growth at 1.8 percent. The EFF calls for 
continued and increased growth rates for the next three years, but 
Zaire remains less than ideal at this time for foreign direct invest- 
ment. Investment is hindered by companies' inability to repatriate 
earnings, interference from an unskilled but powerful public sector, 
and a general depression in the manufacturing sector, with most 
factories running about one-third of capacity. The Government is 
aware of these problems and is actively seeking redressment: a 

new investment code gives substantial tax incentives for new invest- 
ment and encourages the development of industry, which exploits 
Zaire's abundant natural resources. New GOZ public investment plans 
call for vast sums for industries which transform and add value to 
local products. 


Current U.S. private investment in Zaire totals approximately $250 
million and some firms, such as Minoterie de Matadi (MIDEMA), a 
Continental Grain subsidiary, either have expanded or anticipate 
expansion in the near future. Constructeurs Inga-Shaba (CIS), with 
Morrison-Knudsen as chief contractor, continue work on what is to 
be the longest D.C. power line in the world. The thousand mile 
project will bring (in 1982-83) electricity produced near the 
Atlantic Ocean to the mining industries operating near the Zambian 
border. Production from Gulf Oil's offshore concession continues 
at a monthly rate of 600,000 barrels and ESSO-Zaire is drilling two 
test wells in the interior on an Exxon-Texaco concession. Activities 
of many established firms remain hampered by interrupted foreign 
exchange flows to industry, but some companies, notably General 
Motors, have increased their foreign exchange allocations through 
the local purchase and international marketing of Zairian minerals. 
The GOZ is receptive to novel approaches for increasing industrial 
production in light of continuing foreign exchange shortages. 


Investment potential in Zaire is most attractive for those industries 
capable of using the country's abundant mineral and electrical energy 
resources. Other important areas are timber, food processing, and 
plantation agriculture. Business constraints are at times severe 

in Zaire, but imaginative companies with an interest in resource 
exploitation, working with an increasingly cooperative and realistic 
government, face good prospects from Zairian investment ventures. 


GENERAL LABOR SITUATION: The National Workers Union of Zaire (UNTZA) 
is a 1-million-member-strong organization, staffed by a thousand 
full-time employees, and totally supported by its own funds. The 
union negotiates at the national, industry federation and company 
levels and lobbies various GOZ bodies to influence labor legislation 
and regulations. Most private firms (and all foreign companies) in 
Zaire increase wage levels in excess of the annual inflation rate. 

The national tax system favors payment of benefits rather than salary, 
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and true wage costs for employers, providing everything from meals 
and clinics to soccer clubs, are often more than double nominal 
salary expenses. In some areas, large companies provide many of 
the basic social services. For example, all foreign firms pay 
transportation expenses, with automatic increases for fare hikes, 
and many provide their own vans and buses for employees. Companies 
are often expected to sell food at subsidized prices in company 
canteens. The UNTZA leadership is generally moderate, unaccressive 
and pro-government, but the rank and file have recently begun to 
discover the power of wildcat action, and walkouts occurred in some 
industries in 1980. Generally, however, industrial relations in 
Zaire's private sector are good, as both employer and employee face 
the continued economic stagflation. 


IMPLICATIONS FOR THE UNITED STATES EXPORTERS 


Zaire remains a significant market for U.S. exports: over $150 
million of U.S. goods were imported in 1980 (but 1981 may be a 
no-growth year for U.S. sales). Foreign exchange shortages and 
central bank mandated import priorities limit overall U.S. trade 
Opportunities -- all the more so in light of depressed prices for 
Zairian minerals. Foreign exchange is usually available for imports 
of food, pharmaceutical products and some basic industrial imports; 
however, U.S. exporters face tough, experienced competition from 
European and South Africa suppliers of consumable goods. 


U.S. exporters' best opportunities are increased agricultural and 
capital goods sales. .U.S. firms enjoy ready recognition and good 
reputations in the mining and agricultural (especially coffee) 
sectors; both have access to foreign exchange and have a great need 
to upgrade and expand current equipment and operations to curtail 
the decline in Zairian export receipts. Opportunities for trade 
across the product spectrum should increase dramatically as the 

EFF goes into effect. Imports are to increase 13 percent in 1981 
alone,and most of these will be in areas of American export strength: 
food and agro-industrial-transportation capital goods, which are 
needed to boost Zairian exports. 


Project assistance to Zaire offers some opportunities for exporters 
as large multinational projects under the auspices of the World Bank 
are underway in port, rail, mining, fisheries and agricultural 
rehabilitation. USAID will give $10 million in loans and grants 

for developmental projects in Zaire, some of which require the 
import of vehicles, tools, and spare parts. (Bilateral aid projects 
usually require procurement in the donor country and the larger 
foreign bilateral programs offer little hope of U.S. sales). In 
general, however, the crippled but still active private sector in 
Zaire offers a better change of continued and expanded U.S. trade 
opportunities than bilateral or multilateral aid programs. The 

U.S. exporter and investor must make a special effort to understand 
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Zairian foreign exchange constraints and regulations before attempt- 
ing to do business in the country. Once the effort is made, and is 
reflected in financial and linguistic sales considerations (financing 
is always desired; French is important for conducting business), 

many sales opportunities exist. The American reputation is still 
widespread and favorable for sales and services. Inventive approach- 
es for securing foreign exchange are encouraged by the GOZ and once 
initial sales of large capital goods and transport equipment are 
made, the tendency is to stay with the original supplier. For this 
reason it may behoove the U.S. exporter to look again at the oft- 
neglected Zairian market at this time when a $l billion IMF program 
is being launched to resume economic growth. If a successful 

program at economic reform is coupled with a raise in mineral prices, 
Zaire could again become the important African market to U.S. 
businesspeople it was before 1975. 





